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INTERNAL REVENUE SERVICE n " Ja
WASHINGTON, D.C 20224 BURIALIE

DEPARTMENT OF THE TREASURY Léit:h

Contact Person:

fdentification Number:

Contact Number:

- Employer Lientification Number: -

dear \ppheaant,

4 .
We have cansidered your application for recognition of cxemption from lutieial jncoms: tax
under section 5017a) of the iterna. Revenue Code as an organization described in section
501(c){(4). Based on the infarmation submitled, we have concluded that you do not qu.a..fy for
exemplion under that section The basis for our conclusion is set forth below. -

M information submitted indicates that you were mcomoraled on %otembpr 1 2000,
under the prowvsions of our Aruclf=c of lncorporahon state
that the s:pemﬂu purposes for which you are organized are:

10 bring together a group of individuals, organization.: .nd businesses dedirated‘to

Bringing fult, fair competition and real choice to our state's telecommunication's markels:
local phor... long distance. cable, wireless and high-speed Internet. We know thal with
compatition comes benefils like lower prices. i aproved custo T service and advanced

teerhinctogy mmck will improve the social we: are of thePWith : ,
cormpehhon, everyone in our state benefits: residential and business consurners, large

and srnal sustomers, urban and runal residents.”

Your Arucies of Incorparation also state that you will be a pubtiic henefit zorporation and that you
will not have members :

In your apphsation. you state that your goal is to erve as a voce for consumers, and a
source of minymaton to your State's residents on the issues of competition and real choices in
your Sate s KP ‘, 'ummu weations markets. You also state that you have recruited members who
support your als and o these efforts have been conducted in ore-on-one meetings. before
crec gro'.-us 2t rad ,h 55, and through mailings, phione calls, and ¢-mails. You stale you
hae produced nawsli:lars. ane-page informational handouts, direct 'mt' pieces, brochures.
and s e s, and that your executive director contributes to these afforts in his Siliie, as
s an uff-site vandor 't your newsletters and brochures, you cornmunicate that recipients

Ly GOrtant yaa by vl pnone or e-mail for more inforrnation abont you or to becoume a
nernoer




'

You state thal you also conduct public relations (news releases. sdian voand b iings,
talk racio imterviews) and run television, radio, and/or newspaper advertising. You stat that
thece elfnrts coorimated and implemented both hy your in-hause axeculr

2 drector amd B, an
off-site vendar, 50

read your inessage relating 1o the consumer benefits of telecammrume ston
competition more choices, lower prices. improved service, and advanced lechnoloey:

In your appicatior: you slate tha

all your present and future sources of financial suppon. 3 A for prolit, o
hile there is no formal i (lmemr.-.zm with

provida

BN o an unweetle understanding tha W prrevicie vour fe ancial
S

support

a

rour Artichas ol ingorpaaion provide that you will | .ve rios mnember: How
lelter 1czewed by the Servies an Fuabrucey 8, 2002, you state thiat e the fail of 2000 ;
nave recruted "members” who support your goals, Your members” do not Bove L onng gt
but they are encouraged to contact elected and appointed officians wirh mlormasien about the
issues related to teizcommunications competition. one of mrore than 3600 “members”
and occasionally pravides intorrmation. robabiy less than ¢00) are alsn
‘mernbers” of your organization  You state that you recruit '
employees of other companies and that other "members” also providi: form
thay e not previde techinical suppont.

-s alse mertoned in your § iewaietters Tig

newslelters submitted wih your application =aricr airate on infarmineg the reader tha
COrsumers would benelit substantially, for cxampl is alfow: -1 o enter the
currently dominated by three other companies. Although you have net
conducted any studies, your newsletlers report on a detaned study of the offact of ng-rhlancs
[his study was completed by the dirertor of thi

st s o esruit
ahon. You statle

The study found thit of 1oma care allawed @ compete o ha oo
markel, consurmers ssved 10 0, 40 peranton long distance in the fiowi YOt Y ninicon thal v

averag: -CLJ.‘:!C)';“-*:’ and small busiriess will save. respectivel,, nesarty 87

ST an
840 a year in incal undg Inng ristance cnarges. with high volume uzers saving ey
report ”"'?.";r'l:;:;:nﬁ:r"‘y could save ot least 30 million a year whien g

lons-distanca mareet 1a Another Brschare you estirnate thal these AONMNGE e B G Gy
i S5 mition e yaar . ‘

I dmtiers, yon wubevad o brocure frorr~ In the troochur
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to lower rates, improved service ana advanced technolanies.™ in the s\mne newsletter, you ,al
encourage readers G write the FCC and let the agency know that thiey ™
IR (forts to enter the slate’s long distance market”.«

Yeur bylaws provide that you shall have three directors and collectively they shall be
knawn as the Board of Dic~ ztors, and thal directors shall be elected by the Board of Directors at
the reqular mecling of directors. All ofvaur directors are present or former employees iy

It is unciear whether you have one or several executive directors. In some of the
newslelers you s 8§ your executive director Howaver, in response
to an IRS ietter dated August 18, 2002, you state t S your executive
director.. You furt 2r Slle 1At . '

' cidVOFtISlﬂq pnblnc affalrs and public relaiions. - f ‘ ST
direct s pubh'" policy efforts fthough you state that you do not receiva techr*.ical
ruvided evidence thit you receive technical support and strategic

Guidance from

secretar

based ¢ on theif exparience, you would not disclose the amoun . stilgthat thi
amacunts not gr rmane o your 1ax exempnon determination.

sectien 501(c)4) of the Code provides for the exernption from fuderal incormne: tax of
civic leaguss or organizations not organized for profit but operated exclusively for the promaotion
of sooial viellare:

Secuon 1 56He) 4 Yian 1 of the Income Tax Regulations prowdm thal a crvic league or
organsiaion may be avemnpt as an argac.zaion described in section G 1{c)(4) of the Codetfitis
riat orga: zed or ’)p!'fdlf‘d fos ')mm and it is operated exclus uvew for the promatinn of social
welfare,

Secvar 130 Hed - H(a) < (1) of the regulations provides that an organzaticn is apurated
clusries Lo e promonon of social welfare if it is primarily engaged in promoling © sar.: way
P oo mean geesd e e aeneral welfare of the people of the cormmunity. An i ganZainn
nBnec withee ey e lion o one which is operated pnmaridy for the purpose of Lrnoaing abou!
St a0 S TRe Nt S, '

Rl TR I Iy

ey Bl be-bie oahihe CF 218, holds that an organization that s farmed 1o educats
Wik Gk fegardineg aconlivity or poactice that is not presently legal and it seeks changas in the
e Mo Snechicalif egasco such activity mmay be exempt under section 501(e)(4) of the Code
e orgasizaton crculates speeches, raprints, and pamhhlet matarial concerning the subjact
and progosed sorigtion relating to the activity, The organization dralis ;.mvow e iepelnbinn
Sne prennts petihons for ine purpose ¢f haang legisiation introduced The revengn niins




states that even though the subject addressed by an organizalion "advociales a paiticabo
viewpoint” and “secks changes in the law o reflect such viBWRSInL T ML e e Al i RCAUSE
the "education of the public on such a subject is deerned benenhc ml 19 the unnmnmtv because
society benefits from an mfnruwd citizieney

Rev. Rul. 63-385, 1669-2 C.B 123, holds that a community welfare: carpor: Alion that
purchases and sells vmimproved !and and engages in other business activities, the profits frim
which are distributed to members, is not axempt under section 501(c)(4) of the Code, The
corporation is authorized to make, ar-fin fact made, distributions of profits to its members.
These distributions are equivaient to dividends based upon equity ownership and result in profit
tu the members  The revenue ruling concludes that the corporation i not exempt under .,r...lr_.hcn
301(c):4) since the authority for making the distributions anc the distribulions themselves are
incompatible: with the requirements of th.: regulations that an organizalion must not he
organized ur operated tor prom

Rev. Rul. 73-306, 1973-2 C B. 179, holds that a nonprotit orgammhr-n formed to
represent member-tenants ui an apartment complex in negotiations with landlords, in htigation,
and hefore local and Federal rizqulatory agencies with respect to matters aof mutual coneern lr'.
the: tenants does not qualify for exemption und 2r section 501(c)(4) of the: Code. The reven
ruling states that the concept of social welfare implies a service or program directed ot
benefiting the community rather than a private group of individuals. In this case. the
organization 15 aperated essennally for the private benent of its members, and thus is not

T oprimanily engaaed in ac tmtw for the common good and yeneral wallare of the poaple of the

cammunity

Rev Fai 78.111,1978-1( ¥ 41, concludes that a corporation engaged in gras.roots
lobbying wnien it risinbutad to its shareholders ils president’s testimony against an
environme: .l L The testiniany emphasized the cost to the corporation and recomimandead
defeat of the: hili - Altnough the cammurication did not ask the shareholders to contact their -
legislators. it wa. a clear attempt to influence the opinion of the sharehaolders (members of the
public) a1 nhe fr,furf‘ constitutes grassroots lobbying.

Rev. Rui. 7¢ 1ia 1ydh-1 GB. 44, concludes that a tax-exemp! trade as.oaahion
engaged in grassroots iobbying when |t u.ged both its membaears and s prospective nu—'nbms, Lo
conwact ther Cengressmenin nuppart of certain legislation fav - able to the associntior. The
trade ascuciation’s communication with its members about the. —spislation is a eguimnale :1("l'vi:','
under secton S0 (c) 6y of the Code, but the communication to the prosorativie vembers is o
communic.atica wath the pubhe and i° therctore considered to be gra sroots inbhnying

o 3
Ry B8

HO71080-1 LB 117, describes an organizalicn wihlose purpanes ée the

expan ooobindustey, e areation of employment, the increase of scientitic knowlrdge, and the
SUpPOIt of ecunormic giovan nrouyh the advancement of the interests of prrsons who invest in -
pubic ulhty stacx e orgarization prepares and files, on pehall of tne pubhc utity
Tompanies in whach s membaers own shares, statements relating to rate and requlatery matters
rending hefore the stale pubhe cblities commission and othaor stale and federal requlatory




agencies and lagizlative bodies. The orgarwatmn also distributes among its members
newsletter conuinrung specific matters affecting public utility shareholders. Inits unal""' (e
revenue ruling states thal in this case, the primary beneficiaries of Ihe orgarization’s. activities
are its members, together with other individuals who own shares in the public utility compairas
of the state. Therafore, the organization is primarily operated o serve private inlerests rather
than the interssts of 1he community as a whole. Thus, the revenue naling hotds that an
organization, which is open to individuals and institutions having a beneficial interest in shares
of any public wlility company tocated in the state, in the mannur descrived, does not quialify tor
exemption under section 501(c)(4) of the Code.

Froum the znfr‘;r'n;'stiru. you have aubmn'ted itis ciear that ‘/ou mr' onmmuy m/ ived in
grass. 2ol lobbying as descnbed in Rey. Ruls, 78-111 and 78 114, o promate the
approial R o7 piofit. prblicly traded
long distanze telechcne markst  Your Executive b r, whoy condrols all your aftlivilies 15 on

retainer with a public peicy irm that was hired by - “iis on a moanthly retainer ¢ Pmu:
activities ar= completely funded by nd are.  :narily dedicated to the promaticn of

A menelitto the p=ople QT the cornmunil, as a whole within the meaning of section

cpdr. me Code thrr o ne activities you perform to promote sacat welfare 1s tenucus
NGt RS LA Sy WS TaCt mgetition in the Ray caune long
distance telephone pric all. ' )y vour actions of directly
-promohing it and advisit | others to promote it, under the guise of

The iImmediate Aand substantal economic benefits t in e Sarmie IMannges
S the orgarnization described in Rev. Rul. 69-385, supra, greatly ou welgh any possible
Leonaric henalits Lo the genceal communily. You are primarily serving the private interests of
pather than the interests of the community ss . whole. In this m: ANner,
SN G MOre Stmbar m thr argarization d“med recognition of Memplz(m under section
:m'f')l:l W Re Ral 70106, supra,

AriouGh y e clans that |, »u are a membership organization andd that YOUL e
PERIESENANG 1 SE Meinie s, Yoo has n r"\embpré who have volng nghts or recese any
priviieass of mambertun ‘(nur “rismbers.” for the most part, arc individuids whe have asked
forf sraton Thay AT r‘rt.anl" ENHOISE YO OF yOr: achivites: ‘

Touare put ainin: Ltbe orgaineation described in Riv, Rt SenGhe, i pecase
YO are noltryng noeduate the prid, but rather are advocating, 0o grssseoets inbioy - g
Al ety a et A vonr woie source of funds, to operate b long i e
welen e Tt oyl ’

Teap e ot urgarazabion demed recognibion s exe npnon undoer sechio:
ey gt the Coa by Rl BD-107) supra, because wnanky coerated to ser

'“‘?2 I e ?_‘}'(.‘f‘;-”" O, i”!' TRV ‘f'-uthcr than [he |"“ ‘.(_){"”'\er.r;\!: as A \V"““\l;.

A oly l«'- Cabee rensans, yed do not : , SOOIV A N angarization

descrng: i enuon 5050 0 L the Cod and you mi . A Cinturns,
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You have the right to prote«.t this ruling if you believe it is incorrect. Ta protest, you
should submit a statement of your views to this office, with a full explanation of your reasoning.
This staterment, signed by one of your officers, must be submitted within 30 days from the date
of this letter. You also have a rght to a cor.ference in this office atter your stalerment is
submitted. You must request the conference, if you want une, when you file your protest
statement. If you ure (0 be reprecented by s omeone wha is not ane of your officers, that person

will need to file a proper pawer of atnrney 7.nd otherwise quality under our Conference and
Practices Reguirements. » :

It we do not hear from you wittin 30 days, this ruling wili become final and a copy will be
forwarded to the Ohin Tax Exempt and Government Enlities (TE/GE) office. Thereafter, any
questions about your ferderal incorne tax status should be directed to that office, either by calling
877-329-5500 (ato free number) or sending carresponder -+ to internal Revenue Service,
TE/GE Customer S¢ rvice, P.Q. Box 255, Cincinnati, OH 45201, ' :

.

When sending additional leiters 1o us with respect to this case, you will expedite their
receipl by using the following address:

It you have any queslions. pleasa contact the person whose name and telephone number
are shown in the heading of this letter. :

Sincerely yours,




